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Honorahle Alan K. Ceaiphbell
Director, Office of Persomnel Manugement
Washington, D.C. 20415

Dear Scotty:

As requested in your letter of 19 September, 1 welcome the oppor-
tunity to comment on the effect the executive pay situation has had on
the Central Intelligence Agency.

A major personnel difficuity for the ClA is retaining senior offi-
cers.  Pay compression and the veiling on executive salary compounded by
the attractive cost-of-1iving adjustments to retirement annuities have
caused a substantial rise in sendor officer retirements. Since October
1978, 50 percent of our senior oificer strength has retired. During the
came period, the rate of retirerent has doubled: in 1978, 11 percemt
retired; in 1679, 17 percent reiired; and, in 1980, 22 percent of our
senior officers retired from the ClA. The Agency had estimated and
experienced a retirement rate of | approximately 11 percent annually due
to the aging of our population and the factor of some planned early
retirements under the CIA Retirement and Disability System. The doubling
of the Tetirement rate can only pe explained by the salary disadvantage
of remaining in Federal service &t a fixed income during an inflationary
period.

Additionally, the separation rate of senior officers indicates a
salary problem. Although only 0.0l percent of senior officers separated
from the Agency for reasons otner than retiTement since October 1978,
62.5 percent cited job factors ag the reason for separation. The most
frequently cited reason is advanceument which, at the senior level,
usually means more income.

As you know, the CIA selects most of its senior officers from
within the Agency. In thosc areas where we do recruit senior officers,
the fields are such that the oificer has either retired from the primary
career field or joins us from academia. Challenge and prestige rather
than salary is usually the motivating factor in these recruitments.
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The executive ;v situation hus not had a notable effect on the
mobility of our seniur officers. Nor has there been any adverse Lnpact
upon the morale or ;o formunce of our senior officers. The profession-
alism and dedication of senior o{xzcers in the Agency remain excellent

>
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in spite of salary limitations. ere also have not been any refusals
by lower-graded emplovees to join, when cn]ected the Senior Intelligence
Service.

Al

Operatzonal and managerial experience and ''institutional memory
have been affected by the retircrent of so many senior oificers. The
impact of this on the overall effectiveness of the Agency is minimized
as the Agency has an identification and training program which prepares
qualified candidates to reoplace retiring senior officers. However, in
certain operational activities that were resumed after a lengthy xeriod
of inactivity, the impact of retirements was more 51gn1f1Cdnt as sufrl-
ciently trained personnel were not available to staff the activity.

The inconsistency that pay compression has created, employees
receiving the same salary despite wide variances in 1evels of responsi-
bility, must be rectified. tan joins me in the hope that the report

from the Commission on Executive, legislative, and JUu1cla1 Sa]drlos
esults in new pay rates for senior Federal oificials.

Sincerely,

e /8/ Frank C. Carlucel
Frank C. Carlucci

vianry, B Fitzwater
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